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*,.* The Bank publishes from time to time in this 
Monthly Review signed articles by exponents of 
different theories on questions of public interest. 
The Bank is not necessarily in agreement with 
the views expressed in these articles. 


The European Economic Dilemma and 
the Interests of the United States 
By Professor J. M. Clark, of Columbia University 


I, THE Economic SITUATION 
W vet one considers ways and means of promoting the 








welfare of the whole world family, one is confronted by 

the fact that there are always particular things which 
particular groups must be asked to give up. And it is commonly 
difficult or impossible to convince every separate group con- 
cerned that it will gain more than it is asked to sacrifice. Thus 
the separate interests of the various members often seem to 
constitute insuperable obstacles. I am tempted to suggest 
that we might, in this world, be better off economically if it 
were not for our interests. But these, paradoxically, seem to 
stand in the way. 

This being the case, and being asked to speak to Europeans 
about American interests, I find myself in an embarrassing 
position. For if I speak about the concessions my country 
ought to stand ready to make, that is a message which ought to 
go to my own countrymen rather than to Europeans ; and so 
long as my countrymen remain unconvinced, the message will 
not help towards the adjustment of the European impasse, 
Therefore, while not ignoring that side of the matter, I shall 
try first to set forth the way in which Americans look at their 
interests—for theirs is, after all, a very natural point of view 
and quite in accord with what we call “‘ common sense.” And 
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it is this point of view, as well as the ultimate economics of the 
case, with which Europe has to deal. For Europe, as well as 
for economists in this country, it constitutes a large part of 
the problem which confronts us. 

For the world at large, the problem is not merely one of 
France and Germany, nor merely one of debts and reparations. 
It is the problem of an impoverished and economically dislocated 
Europe, combined with an impossible and vicious system of 
post-war debts, at present suspended by a temporary mora- 
torium. Back of all this lie the nationalisms of Europe: old 
nationalisms with their underlying threats of war, and new 
nationalisms with their new barriers to economic intercourse 
—all offering resistance to the logic that drives towards peace, 
reduction of armaments, and economic reciprocity or economic 
unity over wider areas than the smaller national states 
now afford. 

For the United States, the problem may be summed up as 
that of squaring the interests of our tax-payers in the collection 
of our debts with the rather basic fact that not only can we not 
afford to ruin Europe in the process of attempted collection, 
but the continued health of our national economy requires a 
prosperous Europe and normal trade relations. This basic 
interest of ours in European prosperity bears on the question 
of the war debts, but not on that alone, since Europe’s diffi- 
culties do not hinge on international debts alone. It bears on 
the whole broad question of a Europe reconstituted on a basis 
that makes sound economic life possible. And Europe is not 
now on such a basis, entirely apart from the post-war legacy of 
reparation and debt. 

Of course, it is only the debts that are strictly our business. 
These broader issues, in which we have as great an interest, 
are not our business in any practical diplomatic sense. And 
yet, unless something at least is accomplished towards this 
broader settlement, Europe is not in a position to offer us the 
prospective benefits that may make financial concessions on 
our are worth while. All of which is very baffling, and helps 
to explain why the problem is so terribly difficult. 

o be more specific as to the trade barriers which are 
hampering economic development: it is not merely a matter 
of tariffs between France and Germany, nor between both 
countries and the United States. Other barriers may be 
equally serious. The Austro-Hungarian Empire, whatever it 
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may have been ethnically, was a serviceable economic unit, 
compared to the smaller states that have taken its place. These 
must have their tariffs, their banking and currency systems, and 
all the multitude of environing institutions which tend to guide 
business in national channels, to cultivate national self-sufficiency 
and to make the nation an economic unit, whether its resources, 
traditions, aptitudes and size fit it for this réle or not. The 
result is the erection of small, handicapped and inefficient 
industrial units which cannot stand exposure to the rigours of 
international competition. To keep them means inefficiency 
and poverty ; to abandon them now that they are established 
and represent much of the countries’ invested capital and the 
livelihoods of many of its workers, would mean a violent 
economic crisis. Thus a protectionist country becomes 
dependent upon its handicaps. 

An American economist is in a position to appreciate this 
situation because, with his preponderant free-trade tradition, 
he has long faced this same dilemma in his own country. But 
he faced it in a milder form, for here our protected and depen- 
dent infant industries at least had room to grow and to gain all 
the efficiency that mass production can bring with it. National- 
ism did not cripple us as it is crippling Europe. There is this 
much partial justification for the unconscious effrontery of our 
financial experts who solemnly advised Europe to lower its 
tariff barriers without applying the same moral to our own. 

With its handicapped economic system, Europe bears a 
heavy burden of armaments, and the ever-present menace of 
further wars. And it also bears the post-war legacy of 
international debts. 

These debts all rest on one common source: namely, 
Germany; and the source has dried up. When President 
Wilson first proclaimed the principle of “no indemnities, only 
reparations,”” any reader with imagination and a realistic sense 
of figures must have shuddered at the potentiality that phrase 
contained, of indemnities greater beyond all comparison than 
any tribute which a conquering nation had ever had the hardi- 
hood to impose on a frankly punitive basis. That potentiality 
has now become actuality, so far as treaties can make it so. 
The arrangement calls not only for fiscal payments of un- 
precedented size, but for unprecedented and violent shifts in 
the movement of goods, if the payments are to be real and the 
accounts finally cleared between the nations. It raises the 
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question, not only of how the fiscal sums are to be raised and 
paid, but of how the payments are to be received in a form 
that will benefit the creditor nations. 

Under the official American theory, German reparations 
and inter-allied debts are separate facts, to be so treated in all 
negotiations. This position obviously acts as an obstacle to 
any adequate treatment of the present emergency or of the 
more enduring problems of international payments. Moreover, 
this theory is self-contradictory, since the inter- -allied debts have 
been adjusted on the basis of “ capacity to pay,’”’ and in the 
reckoning of this capacity, the amounts due to the Allies in 
reparations from Germany have been a major factor. Capacity 
to pay also depends on changes in the purchasing power of 
money, and the Dawes Plan contained a provision for adjust- 
ments on this account, a provision which the Young Plan 
unfortunately omitted. The radical fall in world prices during 
the past few years has greatly increased the burden of both 
debts and reparations, or reduced capacity to pay; and the 
economic depression has still further reduced it, to the 
vanishing point. 

In » Ape meantime, this country has had to face the question 
of its own capacity to receive. Ultimate payment must be 
mainly in the form of goods, and an increase of imports from 
Europe is something which, for the most part, we do not 
want. Our economy is geared to an export balance, not to an 
import balance ; ; and we cannot easily make the adjustment at 
a moment’s notice, nor in a decade, for that matter. So far, 
we have not made it at all. Viewed as a nation and not as a 
government, we have received no payments in goods, because 
we did not want them and comparatively little if goods and 
services are both included in the reckoning. In other words, 
we have been lending back more than our government has 
received, and nearly as much as our whole net credit on interest 
and profits.* Thus we have postponed the reckoning, while 


* Cf. the following tabulation of our average annual balance for 1925-29, in 
millions of dollars. 





Commodities, res gold... “ sin +724 
Services a nia —881 
Capital movements, ‘including short term ron —574 
Interest and profits, nee sapieaaaaae cen +693 
Unaccounted for ... iit + 38 


From J. W. Angell: “‘ America and the International Situation.” Proceedings 
of the Academy of Political Science, January, 1931, p. 73. 
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the sums due have piled up larger and larger. Ultimately, if 
the process goes on, we shall have an import balance of goods ; 
and we shall have to adjust our economy to it: something we 
have not even begun to do as yet. And in the meantime the 
unbalanced state of the international exchanges has aggravated 
the maldistribution of gold and the instability of the world’s 
unbalanced price system. 

This, in broad outline, is the situation constituting the 
present international problem. The issue between France 
and Germany is, of course, only the point at which it focusses. 
The prevailing American attitude toward these questions is 
rather frankly governed by our own interests, as the average 
American sees them: a wholly natural and comprehensible 

ition, the parallel of which is not unknown in other countries. 

e prevailing American view of our interests is, in the belief 
of the writer, short-sighted and in need of revision. That is a 
matter on which persuasion should be addressed to Americans 
rather than to foreigners. Therefore I shall first try to state 
this attitude, after which it may be in point to criticize it, asking 
the question whether it represents a correct view of our genuine 
interests in this far-reaching and difficult situation. 


II. As tHe Normat AMERICAN SEES IT 


Opinion in the United States is not united on the matter 
of debt settlements, and there is a growing number who favour 
cancellation ; but they are in a minority, and there seems to 
be no prospect of their becoming a majority within any short 
space of time. The normal American is not a profound 
economist, and looks at such problems from a common-sense 

int of view. This means that he looks at the question of 

cal payments from one country to another as a fiscal matter, 
affecting his national budget and taxes. The question of the 
international movement of goods is another matter on which 
he also has his views; while the possible connection between 
the two is an affair of theory with which he does not greatly 
concern himself. And he is “ hard-headed” about such 
matters, holds that the international debts were contracted in 
good faith, and is slow to accept the view that the resultin 
financial claims are a dead issue, and should be written off, 
consigned to the rubbish-can and forgotten. 

With this attitude is bound up one of the imponderables : 
namely, the self-respect of the American as a business man, 
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which will suffer heavily if a serious suspicion can be aroused— 
and there are many who stand ready to try to arouse it—that 
something has been “ put over on” the American voter in 
favour of European armament budgets, or the reputations and 
securities of international bankers, or any other interest which 
he does not identify with his own. This feeling of his is not 
wholly unworthy, and it is certainly a powerful factor to be 
dealt with. 

Basically, he looks at the matter as a tax-payer, and does 
not see why, in that capacity, he should be expected to pay 
taxes to relieve European fiscal necessities, or to pay back the 
money this government borrowed to lend to our Allies for the 
prosecution of the war. He is feeling the burden of taxes 
quite acutely at the present moment. While they are not as 
heavy as in Europe, that is a fact of which he is not too clearly 
conscious, and he does not exactly see how it is his business. 
His part of the post-war financial burden seems to him quite 
sufficient in proportion to the interest he had in the struggle. 
And his burdens have been increasing of late at a truly alarming 
rate. Under cover of post-war prosperity and a decreasing 
Federal taxation, our local expenditures have mounted in a way 
that now appears improvident and irresponsible, producing a 
genuine financial breakdown in Chicago and a serious crisis in 
New York City. And now that the depression has brought 
with it the need of heavy increases in Federal taxation, the tax- 
collector is taking a proportion of our total national income to 
which we are wholly unaccustomed. The threat of a sales tax 
brings this home to the masses of the people as our national 
income-tax, reaching only a minority, has never done. They 
are not in a receptive attitude toward proposals which seem to 
carry with them an addition to their already heavy burdens of 
taxation. 

Among the loudest voices that have been raised in favour 
of debt readjustments are those of international bankers; but 
these spokesmen are not regarded as disinterested, for obvious 
reasons. In fact, their views are even likely to have an effect 
opposite to their desires and intentions. They are responsible 
for a mass of private loans which has mounted until it is larger 
than the governmental obligations which were contracted first. 
And the tax-payer sees no good reason why he should abandon 
his claims merely in order that these subsequent private 
obligations should be collectable. He is not eager to make 
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sacrifices in order to pull chestnuts out of the fire for the 
international banker, or the international banker’s customers. 
And his feelings in that matter are not unjustified, even if the 
bankers may be able to show that they do not themselves now 
hold large amounts of foreign obligations. 

If we turn to the implications of international payments 
in the field of the movement of goods, the popular position may 
not be strong logically, but the economist needs to think twice 
before he attacks it. His traditional position is an argument, 
not in favour of cancelling international debts because they call 
for imports which we do not want, but rather for accepting the 
imports as a part of our national income: as assets and not 
liabilities. He has long held that the receipt of wealth, by 
imports or in any other way, is a gain and not a loss to a 
national economy. And if there are certain kinds of goods we 
do not want because they compete with our own products, 
there are many others which we do want: raw materials for 
our manufacturers to utilize. And if these latter must come 
from other countries than Europe, there are always the possi- 
bilities of three-cornered exchange. And the amount involved 
is small relative to our total foreign trade. If we can get these 
imports without sending out as large an amount of rts as 
would otherwise be necessary, we have that much more 
productive power free to produce goods for our own domestic 
needs. This view will be subjected to scrutiny presently ; for 
the moment we may merely note that it represents respectable 
economics. 

Another consideration is the fact that, while Europe may 
be unable to pay anything at present, she will not always be 
in that condition. In the light of common sense, permanent 
cancellation does not seem exactly an appropriate measure to 
take on account of a temporary inability to pay. The American 
will probably be ready to extend the present moratorium if the 
choice lies between that or a default—though officially we are 
not promising anything of the sort in advance—but further 
than this there seems to be no disposition to go. 

A final difficulty arises—if one can call anything final in 
connection with this problem—from the fact that the difficulty 
of paying the debts has something to do with the large arma- 
ments which still exist in Europe, and possibly other expendi- 
tures which some regard as ill-advised. Put as some Americans 
sometimes put it, this is merely officious and crudely offensive. 
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We are not censors of other nations’ expenditures, and it will 
not contribute to international good relations for us to try to 
assume this réle. The time to take thought for such matters 
is when a loan is being negotiated in the first place. 

This may all be granted as a general principle. But in the 
case which now faces us, part of the difficulty of payment on 
our public debts arises from the subsequent private loans, which 
our tax-payers did not themselves make, and for which they do 
not feel responsible. And as to the public debts themselves, 
the argument might be approached from a different standpoint 
which would reveal something deserving of real consideration. 

The nations are more interested than ever before in 
reduction of armaments, and are actually taking serious steps 
in that direction. If this movement achieves real results it will 
be one of the greatest gains the world has made in modern 
times. And if the financial difficulties which every nation is 
facing have any effect in making them more willing to make 
the concessions and compromises involved in this great break 
from an old and vicious tradition, then these financial diffi- 
culties may be incidentally serving a useful purpose, however 
painful the process may be. If the outcome were an arrange- 
ment which permitted the United States to reduce its own 
naval expenditures, it could well afford to reduce the debt 
payments by an equivalent or even a larger amount, taking 
its gain in the improved conditions of international trade, 
while Europe would gain doubly. 

But it is not merely a question of debts and of armaments. 
When an American thinks in these terms we may consider that 
he is giving crude and partial recognition to the fact that the 
Situation can be saved only by a general overhauling of the 
international situation as it affects armaments, debts and trade. 
The American is right when he thinks that the cancellation of 
debts would not settle all of the international problems in which 
he has an interest. 


III. AN Economic CrIiTIQUuE 


It now becomes necessary to take up one by one the points 
in the position which has just been outlined, and see i t they 
will stand a critical examination of their soundness. It is 
necessary to do this, because this article is supposed to deal 
with the relation of the European situation to the interests of 
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the United States, by which is presumably meant our interests 
as they actually are, not as they appear to the common sense of 
the average American. And it is rather inevitable, for the 
further reason that the author of the article happens to belong 
to the fraternity of economists and not to that of politicians, 
One may rationalize this procedure by the belief that in the 
long run our real interests and not our present views about 
them will be the deciding force. But this does not alter the 
fact that what Europe has to deal with in the present emergency 
is the actual prevailing American attitude, and that there is 
little prospect of its going through any early and radical 
‘ormation. 

Taking up first the fiscal side of the calculation, is it true 
that a downward adjustment of our foreign debts would increase 
the burden on our home tax-payers? This depends at bottom 
on how it would affect the productiveness of home industry ; 
but the precise effect depends also on the nature of our Federal 
budgetary arrangements, some features of which are passed 
over rather lightly by those who are championing the cause of 
our tax-payers. Do they refer to the present tax-payers, or to 
those of a future generation ? 

The greater part of our foreign debt payments goes, not 
into our general funds, but to the reduction of our own national 
debt. It is thus in the same class with our own sinking fund 
and has no effect on our technical surpluses or deficits. It is 
only in the last fiscal year, when our sinking fund has been, in 
effect, wiped out, that the Treasury has begun to speak of our 
shortage of revenues from the standpoint of what is needed to 
avoid an actual increase of our national debt, rather than what 
is needed to decrease it at the statutory rate. Thus the chief 
effect of our foreign debt payments is not to decrease our 
current taxes but to shorten the time which must elapse before 
we shall have ps ge our war debt and can remove from 
our budget the sinking fund appropriations and the statutory 
debt retirements out of payments from abroad. They also 
involve some reduction of our current interest burdens. If 
our budget is balanced (including the sinking fund) within the 
next two years, the war debt should be wiped out before 1955. 
The last official estimate, made before the present huge deficit 
had become an established fact, placed the date at 1949. 
A downward revision of the inter-allied debts would prolong 
this period and delay the time when the amount now going 
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into the sinking fund, and the bulk of the foreign payments, 
could be applied to the reduction of our taxes. It seems to be 
then, mainly the tax-payer of 1955 and onwards who has a 
direct financial interest in the maintenance of the present debt 
settlements. And between now and then many things can 
happen, including a strengthening of our general economic 
Situation due to a restoration of more normal conditions of 
international trade. 

Any such gain, be it noted, would automatically increase 
our governmental revenues without change in the tax-rates, or 
permit lower tax-rates to yield the same amount of revenue. 
We are now witnessing the reverse phase of this principle in 
actual, and painful, operation. The difference between the 
yield ‘of our income-tax in the fiscal year 1929-30 and the 
estimated yield in 1932-3 at present rates represents a falling-off 
of approximately 65 per cent, or an amount equal to about six 
times the annual debt payments now due to us. This has 
resulted, needless to say, from a much smaller percentage 
falling-off in our total national income. A restoration of 
reasonable prosperity would enable us to balance our budget at 
lower tax-rates than Congress is now being forced to impose, 
even without any help from foreign debt payments. Our 
tax-payers would, without much doubt, actually benefit from 
such an arrangement during the next twenty years or more—if 
it resulted in any material improvement of general world 
economic conditions. And our economy as a whole would, 
of course, benefit still more. It is true that we are at present 
receiving nothing from abroad on the inter-allied debts, and 
the moratorium has not restored world prosperity. All that 
can be said for it is that it served to avert a more complete 
collapse abroad. That is at least something. 

So far as debts in themselves are concerned, it is probably 
too late to save the situation by anything that can be done 
with the public debts alone. The private debts have grown 
larger in amount and are equally disturbing in their effect on 
the international balances. They represent the fact that we 
have not, in effect, been receiving payment since the war, and 
Europe has not been making payment, viewing the inter- 
national balances as a whole. We have been re-lending, partly 
because Europe needed loans, and partly because we did not 
know anything else to do with credits which we were not ready 
to take in goods. 
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And with regard to these private debts, there is no reason 
in equity why they should be preserved if the public debts 
have to be sacrificed. The public debts had priority, and the 
private loans were made in the full light of that fact. If con- 
cessions are to be made—and this seems necessary—some 
method must be found by which the burden will be shared and 
will not all fall on the public claims. Incidentally, this is the 
only way in which there is any possibility of making debt 
revision politically practicable in this country—if, indeed, even 
this offers a real possibility. 

Turning next to the issue of payments in money versus 
movements of goods, neither alone is the decisive factor. The 
basic story of our prosperity or adversity is told by the sum of 
our domestic production, plus imports, minus exports. (We 
will assume services to be included in this reckoning.) There 
may also be a balance of lendings or borrowings to be taken 
account of. One side or the other may forgo part of its 
immediate claims on goods and acquire credits against the 
future. These claims, when realized, must take effect on 
the same scale : the scale of goods and services. Otherwise the 
nation cannot be said to realize on them at all. The United 
States in the past ten years appears to have been accumulating 
billions of such claims (largely because it did not want goods), 
and these claims it seems determined not to allow to be collected, 
while it still persists in regarding them as assets, because it 
persists in thinking in terms of fiscal payments. 

Having gone beneath this to the underlying reality of 
goods payments, the next thing to be realized is that the most 
important part of the reckoning is the volume of domestic 
production, and that imports are not to be judged simply as 
sums on the plus side of the balance, nor exports as sums on 
the minus side; both are to be judged in the light of their 
effect on the volume of domestic production. Andi it is this 
effect which sometimes justifies us in regarding exports as a 
blessing and imports as a curse, orthodox economics to the 
contrary notwithstanding. It is not always and everywhere 
true that wealth brought into a country in the form of imports 
must wong be an economic benefit and not an economic 
detriment. e imports in themselves go on the asset 


side of the balance, but their effect on domestic production 
7 be a still larger liability, more especially in the 
short run. 
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Up to the present, as we have seen, this doubtful benefit 
of settlement in goods has been avoided. The private debts 
represent the form in which our national economy has been 
taking its credits. And if they are never to be taken in any 
other form, they will remain for ever uncollected. The fact 
that these same private debts do not appear to constitute the 
very best of security just now is only one aspect of this 
basic fact. 

The writer is an economic theorist, and not in the confi- 
dence of the international banking fraternity; but he cannot 
avoid the surmise that these gentlemen were under real pressure 
to re-lend the credits which multiplied so plentifully, from our 
commodity export balance and the debt payments combined. 
And that this pressure arose, not alone from Europe’s demand 
for loans, or from the quality of the security offered, but as 
much if not more from the inconvenient and possibly serious 
consequences that seemed likely to follow from doing anything 
else with these assets. Be that as it may, the funds were 
re-loaned ; and this country, as distinct from its government, 
has up to the present time received no real payment on the 
foreign debts, and has not experienced the consequences which 
must follow from such payment. 

Among the more immediate consequences would be a 
disruption of the foreign exchange and more movements of 
gold to this country, gold which Europe could not spare and the 
loss of which would aggravate the maldistribution of the metal 
which is now one of the handicaps under which the world 
economy is operating. More fundamentally, the result must 
be a decrease in our commodity export balance and, if the 
invisible items are included, the substitution of the equivalent 
of an import balance on the whole account. This is the destiny 
of creditor countries, and it involves readjustments in the 
economic structure which this country has not yet begun to 
make, shows no desire to make, and could not make suddenly 
without suffering seriously in consequence. This kind of 
adjustment is ordinarily made gradually, as the achievement of 
a creditor status is gradual. But in our case, that status has 
been thrust upon us all at once. We have changed from a 
debtor country on a large scale in 1914 to the second greatest 
creditor country in the world at the present time, and we have 
so far made none of the readjustments which such a change 


calls for. 
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The readjustment of the trade balance means one of two 
things : an increase of imports or a decrease of exports. If we 
continue to follow our present protectionist policy, preventing 
imports from increasing materially, a decline in exports is 
inevitable. And that is something we do not want. It is true 
that it would still be a gain to us, according to a traditional 
type of economic theory. We should acquire our present 
supply of goods, including imported goods, without giving up 
exports in payment, and the resources now employed in 
a the exports would be set free to produce more goods 
or our Own consumption. But it is strange how reluctant we 
are to see resources “ set free "’ in this fashion. We think of the 
result, not as new wealth to enjoy, but as unemployment, 
Stagnation and resulting poverty. And, in terms of such 
effects as have been observable within the last seventeen years, 
this interpretation seems to be correct. 

The traditional theory rests on the assumption that 
demand for goods is limited only by power to produce them. 
And, given sufficient time, this seems to be the case. But to 
convert an increase of “ free’ productive power into actual 
production of goods, yielding income wherewith to buy other 
goods—this requires the development of new goods, and 
adjustments in incomes and standards of living; and all this 
takes time. One of the adjustments which is not easy to make, 
and not possible to make quickly by present means, is to 
determine how much of our increasing power of production and 
consumption it is wise to take in the form of increased leisure 
oS shortening the working day, and how much in the form 
of increased amounts of goods to be consumed. Another is 
the adjustment between consumption and savings. Thus there 
is probably a limit, under existing conditions, to the rate at 
which demand can expand in response to increased power of 
production. In short, it is possible for productive power to 
increase faster than demand is capable, under existing con- 
ditions, of expanding; this has probably been happening in 
the post-war years; and to this extent it seems to be true at 
present that it is demand that limits production and not 
productive power that limits demand. 

_ In which case there is truth in the idea that an increase in 
ee of competitive goods may displace domestic production 
rather than add to it, and that a decrease of exports may mean 
a shrinkage of production in the exporting industries rather 
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than a shifting of resources to the producing of new goods to 
raise the domestic standard of living. In fact, the effect can 
be more than this, for a decrease of employment means reduced 
purchasing power and consequent reduced demand for things 
in general and thus, while it lasts, may result in cutting down 
production in many branches of industry which have nothing 
directly to do with exports or imports. Thus the effect can 
be cumulative. 

We experienced something of this sort, in the reverse 
direction, in the years 1916-17, when we prospered by selling 
war supplies to the Allies, without getting paid for them in 
goods. One might expect that the business would show a good 
— counting in the intangibles we received in payment. 

ut we seem to have done better than this, having actually more 
goods than before, without counting the intangibles. We had 
the home demand and the foreign both to produce for. Industry 
responded, and in the process distributed income which 
enhanced the home demand (with the aid of expanding credit), 
more than the foreign loans had reduced it. It seems probable 
that, if the Allies had insisted on paying us in goods, we should 
not have been as prosperous as we were. We should have had 
less of the home market to produce for; industry being less 
active would have distributed less income ; and as a result the 
total home demand would have been smaller. In short, within 
the limits of time and magnitude in which it is true that 
demand sets the limit on production, there seems to be an 
element of truth in the Mercantilist’s hostility to imports and 
approval of exports. It seems also possible to make more profit 
by selling goods to a necessitous country which cannot pay in 
goods than to a prosperous one which can and will; possible, 
that is, so long as the customer has credit which the markets 
will receive as good payment. 

This last is one vital condition which sets the limit on this 
whole paradoxical economic process, whereby one gets richer 
by selling goods without getting paid for them than by taking 
payment. This country has been trading with Europe on this 
basis, and prospering accordingly, for a matter of a decade and 
a half. Never before was so much one-sided credit trading 
between national units crowded into such a space of time. 
We have had time to forget, very nearly, the old maxim that 
we profit most when our customers are prosperous and that 
we cannot sell without getting paid. We were in a realm in 
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which, temporarily, both these principles were suspended, 
But they were only suspended, not abolished. We were 
tethered to them by a pretty long line, but we seem to have 
come about to the end of it. Our prosperity has enjoyed a 
supplementary, and essentially temporary, stimulus the like of 
which it may never receive again. (I am not speaking of the 
period of our actual belligerency, when we were not getting rich.) 
And it is time for us to come down to earth and face the more 
durable verities of international economic relations. 

There seems to be little or no prospect that we can, 
within the coming generation, find ways to collect our debts 
which will do anything to enrich our national economy. And 
there is a very considerable prospect that the attempt might 
make us poorer; especially as anything which seriously 
threatens the soundness, or even the prosperity, of the European 
economy must injure ours. In the long run, we shall probably 
have to adjust ourselves to an altered trade balance, whether or 
not we like it and whether or not the debts are revised. But 
before we shall be in a position to turn it into a benefit instead 
of an injury, we shall have to solve our own internal problems 
of the adjustment of incomes and the development of new 
goods which may result in a general increase in our domestic 
consuming power sufficient to absorb an increase of goods 
without bringing about a mere displacement of domestic 
production. 

In the meantime, what of our tariff? Here, apparently, 
we face a choice of evils. The present well-nigh prohibitive 
rates on goods competing with our own products insure that 
this class of imports shall not increase materially ; which means 
that as the possibility dwindles of lending Europe the funds to 
buy our goods, the inevitable readjustment must take the form 
of decreased exports. And if our tariff is lowered, we may 
be able to export more goods, but we shall receive more 
competitive goods in return. As to which is the greater evil 
for us as a nation, there seems to be no way of proving. But 
there can be little question which is the greater evil for the 
world economy as a whole. Our protectionism injures Europe, 
whether it injures us directly or not. And when Europe’s 
Situation is so critical, and her near-prostration is one of the 
large factors in our own depression, an injury to Europe injures 
us sufficiently to make it probable that our real interest lies in 
reduced tariffs and larger exports, even at the cost of larger 
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imports. If we could purchase freedom from the recent 
special restrictions imposed by foreign countries, the gain for 
us would seem to be clear. 

In this connection it is striking, though probably not 
strange, that the section of the United States which is most 
intolerant of any proposals for debt revision is the Middle West. 
And it is precisely this section, with its great staple export 
crops, which is now suffering most acutely from the lack of 
export markets and from the disparity of international price 
levels for which the unbalanced distribution of gold is respon- 
sible—both of these conditions being aggravated by the attempt 
to collect the debts. If this section of our country could be 
offered a policy which carried some clear and traceable prospect 
of improving foreign markets, it should be ready to throw 
overboard almost any of its surplus cargo of prejudices. But 
there is no present sign that this is likely to happen. 


Little time need be spent on the objection that we should 
not grant permanent freedom from debt on account of a financial 
prostration which will be temporary. The decisive considera- 
tion is probably not what Europe can pay ; but if it be put on 
that ground, the last three years should have taught us that 
we not only cannot afford to make exactions which Europe 
must wreck its financial structure in trying to meet, but we 
cannot afford to make exactions which can only be met in 
good times. The necessity of seeking special relief at every 
financial emergency is an intolerable status for any free and 
sovereign nation, in addition to which any relief which depends 
on special negotiations would be bound to come too late to 
avert serious harm to debtor and creditor alike. Even the 
proposal made by Sir Arthur Salter, in a previous article of this 
series, may not be wholly free from objection on this score ; 
but it represents an immeasurable improvement on existing 
conditions, It might well form a basis for the next negotiations. 


I do not know whether it is possible to pauperize a whole 
state or a whole people ; but if it is possible the present con- 
dition is surely calculated to do it. And the kind of prosperity 
which our own interests require in Europe cannot be built on 
such a foundation. A substantial reduction of debts is 
necessary, on a permanent and not merely a temporary basis. 


And this in turn brings us face to face with the stubborn 
question : 
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“* Granted that cancellation or radical reduction of debts is 
necessary to set up the conditions of trade and of European 
economic strength which our own interests require, is it by 
itself sufficient to thatend?’’ And the answer, I fear, is “‘ No.” 


IV. Tue Vira Issue 


Wherever a tangled web of issues is to be resolved, it 
becomes well-nigh necessary to pick out those things which are 
of paramount importance, in order that other things may take 
their proper and subordinate place. In the present case, the 
paramount value seems mower 4 to discover. From the stand- 
point of American interests, without regard to humanitarian 
ideals or international goodwill, the worst thing that could 
come out of the European situation for this country would be 
another war, or the economic collapse of Europe. Next to this 
stands a cutting-off of Europe’s buying power. Our stake in a 

rosperous Europe is more important than our stake in the 
inter-allied debt payments which, as we have seen, are by no 
means a clear a_i unambiguous gain to our national economy. 
This latter, however, represents an interest of our tax-payers 
which is not to be ignored; and will not be easy simply to 
overrule. 

The proposition that we cannot afford a complete economic 
collapse of Europe is one which hardly needs to be — 
after the way in which the present depression has driven home 
the lesson of interdependence. And as to a war, while some 
are lightly saying that that is what we need, the idea will not 
stand examination, even if we can rule out the possibility that 
such an unbearable catastrophe would mean the end of the 
present world civilization. Grant that the United States could 
do what it failed to do in the last war—hold aloof from the 
struggle and trade as a neutral—what then? We could only 
trade on credit, and has Europe any credit that would be good 
under those conditions? When we remember that the present 
world-wide economic prostration is in large part a belated after- 
effect of the last war, can we doubt that another one would 
leave behind something vastly worse, making the possible 
profits of neutral trade uncollectable and wiping them out in 
a depression deeper than the present one ? 

More open to argument, perhaps, is the proposition that 
we need a prosperous Europe because we cannot afford a serious 
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collapse of Europe’s buying power. Here the basic fact has 
been obscured, because for sixteen years we have been selling 
goods to a Europe that was not prosperous, and during part 
of that time we were making extraordinary profits. Strictly 
speaking, this state of affairs lasted about fourteen years, from 
I9I5 to 1928 or 1929, and then it came to anend. We were 
selling on credit, and credit cannot be extended without limit. 
From now on, in all human probability, trade must be on a 
totally different basis: a basis not of Europe’s necessity but of 
Europe’s power to pay in goods, and of our own willingness to 
accept payment in that form. To that end it is to our own 
interest that Europe should be restored. 


One point of view is that the collection of our debts is a 
dead issue—it is over and done with, and the only question is 
how soon that fact will be recognized. This may be true in so 
far as we cannot and will not receive real payment. But that 
will not prevent the formal obligations from remaining to work 
further harm. We may grant that our debts are of more than 
doubtful value as things stand, and that they can be kept 
alive, on paper, only at a cost we should not, if we were wise, 
be ready to incur. Yet it remains true that what we should 
stand to gain is more than doubtful also. If we could ensure 
European recovery by the mere act of cancellation, it would be 
a most excellent auuhe of business for us—whether our people 
and our politicians could be convinced of that fact or not. But 
will the mere act of cancellation accomplish this much-to-be- 
desired result? No; the trouble goes deeper and wider than 
that. As we have already seen, the economic life of Europe is 
beset with other ailments which debt-cancellation will not cure, 
and some of which it might even aggravate. 


This being the case, it is perhaps not so unreasonable of 
this country to be chary about making the one contribution 
which is within its power, even though the end in view is of 

aramount importance to us. Our contribution alone will not 
enough. Europe will have to rescue itself, if it is to be 
rescued. We may help, and our help in one matter may even 
be necessary, but if that is the whole story, the end will probably 
be tragedy. Our paramount interest lies in a restored Europe, 
not simply in a Europe relieved of the burdens of her debts 
to us. 
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V. CONCLUSIONS 

We have seen the situation, including the fact that the 
debts have so far been collected fiscally, but not collected in 
real economic sense. We have seen that American opinion 
thinks in terms of the obvious fiscal facts, and is not convinced 
that these facts do not accurately gauge our real interests. We 
have seen, I take it, that real collection is not to our interest, 
and that the re-lending process by which fiscal collection has 
been combined with avoidance of real collection has probably 
come to an end, or nearly so. And with it has come to an end 
the possibility of America’s prospering by dealings with a 
necessitous Europe. Thus, as we have seen, the vital issue is 
the economic restoration of Europe, and debt revision, while 
necessary to that end, is not sufficient. 

If one were to forget the obstacles that stand in the way, 
and think simply of what would be to our interest, the require- 
ments might be summed up under three heads. First comes 
a reduction of military expenditures and of the risks of war, 
including any readjustments which may be necessary to that 
end. Second comes a lowering of trade barriers and a resump- 
tion of freer interchange of goods to an extent at least which 
may avoid the crippling of Europe’s economy by the forcing of 
production into small, inefficient and unnatural units, and also 
avoid the blocking of the natural flow of balances across the 
Atlantic. This means that the United States should share in 
the readjustment. Third is a reduction of international debts 
to a level at which they can remain, and at which future 
depressions will not necessitate further revisions : this is to be 
done by an adjustment in which private and public debts should 
both share. 

As to methods, that is a question in which an economist is 
out of his province. The adjustment of debts is the thing 
that can be done most quickly; yet to do this thing and neglect 
the others would be a hutile outcome, in all probability. For 
this country to make the adjustment of debts conditional on 
the other changes would both delay the debt adjustment and 
involve an intrusion on our part into realms where our advice 
is not wanted, and where we are very likely not competent to 
offer helpful suggestions. 

What might be done is to extend the moratorium im- 
mediately and to follow that step with a general world economic 
conference. This conference need not settle everything at 
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once—that would be too much to expect. The lowering of 
trade barriers can possibly best be approached by way of 
rapprochements between groups of countries, of which the 
proposed Danubian Union may serve as a sample. Genuine 
progress in these matters might be sufficient to afford a prospect 
of real recovery, if accompanied by debt revision. And this 
prospect would justify the United States in a permanent revision 
of the debts to a point which might end the present intolerable 
state of international economic peonage. 

I am not unmindful of the difficulties. But the need is 
more important than any of the sacred principles that stand in 
the way. Observers may indulge in demonstrations that the thing 
cannot be done; and they may be right. But there is little 
help in such an attitude, when the fact remains that the thing 
must be done in some fashion if the world is to be pulled out 
of the mire and not sink to destruction. 

J. M. Car. 





The Budget and the Real Issue 
Mi NEVILLE CHAMBERLAIN’S budget is a sound 





budget ; for the first time for many years the allocation 

of £32-5 millions to the Sinking Fund represents a 
genuine debt redemption instead of being offset by concealed 
deficiencies elsewhere. With equal correctness it is described 
as “‘ grim’; it contains no alleviation of the burden of direct 
taxation, and, apart from certain minor concessions to special 
interests, such as sugar-growers, the only change in taxation 
is a re-imposition of the tea duty. 

In one sense Mr. Chamberlain was unable to make any 
reduction in taxation without throwing the budget out of 
balance, for as the tables on the next page show, estimated 
expenditure for 1932-33 left him with a prospective deficit of 
£1-7 millions; and it was to fill this deficit that, in default of 
economies, he had to re-impose the tea duty. 

Leaving aside all else, we come at once to the real issue. 
After the efforts made recently to effect economies, and when 
our new tariff has tapped fresh sources of revenue estimated at 
£32 millions for this year, it is apparently still necessary to 
maintain income tax at 5s. in the pound, and a high surtax, 
to collect in estate duties on the nation’s capital nearly 
£50 millions in excess of current provision for debt redemption, 
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EXPENDITURE 

| 1930-31 | 1931-32 | 1932-33 
actual actual | estimated 
£mill. | £ mill. £ mill. 
National Debt Interest and Management 293-2 | 289-5 276-0 
mn » Sinking Fund... ... 66-8 32-5 32-5 
Other Cons. Fund Services ... 9-3 | 9-4 10-3 
Defence Forces ese ian “aa re 110-5 | 107-3 104-4 

Civil Service (including Revenue Depart- 
ments) a a ae) a ee 319-3 | 331-9 342-8 
Total Expenditure 799-1 | 770-6 | 766-0 

REVENUE 

| 1930-31 | 1931-32 | 1932-33 
actual actual estimated 
| £ mill. | £ mill. | £ mill. 
Income Tax 256-0 287-4 260-0 
as: (6s | 67-8 76-7 66-0 
Estate Duties 82-6 65-0 76-0 
Stamps ... | 20-6 17-1 23-0 
Customs... | 121-4 136-1 173-3 
Excise 124-0 119-9 124-2 
Tax Revenue | 681-3 710-5 729-5 
Non-Tax Revenue | 94-6 60-5 34-8 
Total Revenue... ... | 775-9 | 771-0 | 764-3 








and to collect in revenue of all kinds a sum of £766 millions. 

Under present conditions of depressed trade and depleted 

earnings this figure must represent little short of one quarter 

of the national income. Indeed, if local expenditure financed 

out of the rates is also taken into account, the nation must be 

paying out in rates and taxes nearly one-third of its earnings. 
is proportion is stupendous. 

Now all indications point to the fact that breaking-point is 
within sight. First and foremost, revenue is beginning to dry 
up, and we have reached the point where increases in the rate of 
taxation are just as likely to reduce as to expand the yield. 
Last year’s falling-off in the yield of Estate Duties is a very 
ominous sign, for it signifies a depreciation of our capital assets. 

There is only one way of escape from the general break- 
down that is threatening us, and that is the enforcement 
of drastic public economy of the order of £100 millions per 
annum. ‘The real disappointment of the budget, and indeed 
the real failure of the National Government, is that they have 
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shirked the full implications of this task for which they were 
elected. Economies, it is true, have been effected, but they 
are utterly inadequate in our present extremity. A further 
saving of £100 millions involves more than the ruthless overhaul 
of machinery of administration and the excision of many quite 
unnecessary offices and activities, imperative though such pruning 
operations undoubtedly are. It means drastic changes of policy. 
Is our education remunerative in proportion to its unpre- 
cedented cost? Why is education so much more expensive here 
than elsewhere? Are we by our lavish standards sacrificing 
the end to the means? 

Sir Ernest Benn, in a recent book called ‘‘ Honest Doubt,” 
propounds three tests, to be applied to every form of public 
activity, whether national or municipal. “‘ First: Is the work 
worth doing? Is the need for it real? Second: Is there no 
other way of achieving the same object, no cheaper or more 
efficient or more reliable agency through which it can be 
secured? Third: Have we the money to pay for it?” 
Elsewhere, he attacks and criticizes the modern system of 
conferences and committees for the conduct of our public and 
private affairs, pointing out with great cogency that they lead 
to lack of decision and responsibility, and so to extravagance, 
waste, and failure to achieve any definite or progressive result. 

Let the Government take every penny of public expendi- 
ture, and every phase of national or municipal governmental 
activity, and apply to them Sir Ernest Benn’s three tests. And 
let them act resolutely on their own responsibility and without 
the advice of further committees. If they feel circumscribed 
by outstanding commitments or pledges, let them add a fourth 
test, handed down to us by a great empire of bygone years. 
Salus populi suprema lex. At a time when disaster threatens, 
everything else must go by the board. It is no longer legitimate 
to meet appeals for national economy with the question, how 
or where do you propose to do it? The short and brutal answer 
is that it must be done, and it is the Government’s job to do it. 
It is a job that brooks no further delay, it is the finger-post to the 
real recovery of national prosperity, and it yields in importance 
to no other reform. The process of revising and readjusting 
expenditure is painful, but it is the great issue which must be 
forced to the proof. When essentials are in jeopardy the 
Chancellor of the Exchequer must show himself to be vigorous 
and uncompromising, with a faculty of clenching. 
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Finance and Industry 
(17) The Bank Return—continued 


come now to the portion of the Bank Return dealing 
with the Banking Department of the Bank of England, 
, and this demands great care and circumspection in its 
interpretation. It is convenient to begin with the Banking Depart- 
ment’s Assets. The most important is the Reserve, consisting of 
the balance of notes issued over those in circulation together with 
a negligible quantity of gold and (mainly) silver coin, for this 
represents the Banking Department’s “ cash,” and so its power 
to meet its liabilities in legal tender. The size of the Reserve 
depends entirely upon (a) the extent of the Fiduciary Note Issue, 
fixed in accordance with the provisions of the Currency and 
Bank Notes Act of 1928; (6) the Bank’s gold stocks; and 
(c) the demand for notes by other banks and the public. At 
Christmas, when there was the usual big holiday demand for 
notes, the Reserve fell to £26-3 millions. Within a few weeks 
the holiday notes had returned, and the Reserve had risen to 
£50°5 millions. Over Easter it fell once more to £35°9 
millions. It is important to watch changes in the Bank’s 
Reserve, for if it falls to unduly low levels, it may become 
necessary to raise money rates, restrict credit, and so bring 
bank notes from circulation, and—in normal times—attract 
gold to London. Both these last movements automatically 
expand the Reserve. It is needless to add that the Bank of 
England can no more see its Reserve approach vanishing point 
than can any other bank see its cash fall to a dangerously 
low level. 

Normally the largest among the earning assets of the banking 
department is the item described as Government Securities, and 
it is possibly true to say that fluctuations in this item are more 
often interpreted wrongly than those in any other part of the 
Bank return. The common mistake is to attribute an increase 
in Government Securities to borrowings upon Ways and Means 
Advances by the Government from the Bank, but in practice 
this is not the most usual explanation. It may be added here 
that the absence or presence of Ways and Means advances 
from the Bank in the weekly Floating Debt Statement, which 
relates to every Saturday, is no evidence that changes in 
Government Securities shown in Wednesday’s Bank Return 
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are due to that cause. There is plenty of time for a Ways 
and Means Advance to be contracted or repaid, in whole or in 
part, between the Wednesday and the Saturday. 

By far the most common cause of a fluctuation lies in the 
Bank’s net purchase and sales of Government Securities, both 
long-term and short-term and in particular Treasury bills. If 
the Government is in need of additional accommodation, the 
Bank is just as likely to take up fresh Treasury bills as to lend 
on Ways and Means Advances, especially if the help is required 
for more than a few days. If the Bank wishes to help the 
market in times of stringency it will buy Treasury bills, and 
Government Securities go up. If it wishes to contract credit 
or to pull up discount rates it will sell Treasury bills, as in 
January, 1931; and Government Securities go down. Again, 
the Bank itself is every week a big subscriber to the new Treasury 
bill issue and a big recipient of the proceeds of maturing Treasury 
bills, and just as in the case of other holders, the dates of 
payment for the new bills do not necessarily coincide with the 
dates of maturity of the old bills. As the Return relates to the 
middle of the week, it is obvious that when the new bills are 
paid for early in the week while the old ones mature towards the 
end of the week, Government Securities will show an increase ; 
and vice versa. 

At times, of course, it is possible to detect definite borrowing 
upon Ways and Means. e weeks when the War Loan 
dividend is paid are a case in point. Another occurred at the 
end of last year, when the market deliberately held Treasury 
bills maturing on or before December 31st, and applied for bills 
to be paid for on January 1st and 2nd. On December 3oth, the 
day of the Bank Return, the Treasury was temporarily out of 
funds, and had to borrow on Ways and Means Advances. 
Hence an increase that week in the Banking Department’s 
Government Securities from £67-°6 to £95-3 millions, followed 
by a reaction to £64-9 millions the following week. Even so, 
it is by no means certain that at least part a that increase was 
not due to special and carefully dated applications for Treasury 
bills by the Bank, designed to assist the Government during its 
few days of stringency. 

Discounts and Advances represent loans made to or bills 
discounted for the money market and the Bank’s private 
customers. They do not include bills bought by the Bank 
on its own initiative, for these are included under Government 
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or Other Securities, according to whether they are Treasury 
or Commercial bills. There is always a residuum of about 
ten millions or so, representing the normal needs of the Bank’s 
private customers. It is only when this item rises appreciably 
above this figure it is safe to assume that the money market is 
having to obtain assistance from the Bank. 

Other Securities represent a mass of assets acquired by 
the Bank on its own initiative. Commercial bills are one 
example. The loans to and deposits with foreign central and 
other banks, including the Bank for International Settlements, 
also come within this category and presumably this would 
include to-day much of the Devisen acquired by the Bank in 
its efforts to check too sudden a rise in the pound. It is at 
least noticeable that Other Securities held in both departments 
have risen between January 6th and April 6th from {52-9 
to £65-7 millions. 

Coming now to the Banking Department's liabilities, three 
out of the six items, namely, Capital, Rest, and Seven-day and 
other bills, call for little comment. Capital is invariable, and 
seven-day and other bills are a historic survival of negligible 
dimensions. Rest, which represents the Bank’s declared 
reserves and undivided profits gradually increases during each 
successive period of six months, and is then reduced by the 

ayment of the Bank’s half-yearly dividend, but the range of its 
f-yearly fluctuations is little more than £500,000. 

Public deposits represent money lodged by various Govern- 
ment Departments, of which the most important is the Ex- 
chequer. In interpreting fluctuations in this item the most 
essential point to remember is that every effort is made to 
prevent the needless accumulation of idle money in the hands 
of the Exchequer. Such an accumulation is undesirable for 
two reasons. e first is that it means that the Government is 
borrowing money, and paying interest on it, to an unnecessary 
extent, thereby penalizing the tax-payer. The second is that 
money transferred from Bankers’ its to Public Deposits 
represents money withdrawn from use as a foundation to the 
national credit system and immobilized in a place where it is 
of no use to anyone. The experience of foreign financial 
centres, where the same care is not always taken to prevent the 
immobilization of part of the national credit, provides ample 
warnings of the difficulties that can arise from failure or inability 


to take these precautions. 
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Public Deposits usually amount to either side of 
£10 millions, and when they increase markedly above this 
figure it becomes necessary to look for some special cause. In 
the spring of each year, when revenue is coining in very fast 
indeed, it may be difficult to demobilize the accumulation of 
funds as quickly as would be desirable, and so Public Deposits 
may run at over the usual figure for several weeks at a time. 
Immediately before any big single payment by the Govern- 
ment, such as the 5 per cent War Loan dividend, falls due, the 
authorities may think it advisable to accumulate funds as a 

reparatory measure, and so a temporary increase in Public 
sits takes place. A principal cause, however, of fluctua- 
tions in Public Deposits is the largely fortuitous one of dis- 
crepancies between the dates of the maturity of old Treasury 
bills and payments for new Treasury bills, and this is best 
illustrated by a further reference to recent experience. 
For reasons already explained, the Treasury was for the 
middle of that week temporarily out of funds, and so Public 
Deposits on December 30th fell as low as £7-7 millions. 
Exactly three months later, on March 31st, the boot was on the 
other leg. The Treasury bills which the market had deliberately 
applied for to be paid on January 1st and 2nd did not mature 
until April 1st and and. The bills, however, issued in the 
week ended April 2nd were most of them applied for to be paid 
for on or before March 31st, as this made them the useful 
end-of-June maturity. e result was that by March 3oth 
and 31st the market had paid for its new bills and had not 
received the proceeds of its old bills for that week, and so the 
Government was temporarily in funds. Public Deposits, 
consequently, rose suddenly to £27-2 millions. That this 
movement was due to this special cause is proved by the relapse 
of Public Deposits to exactly ten millions the following week. 

Other Deposits (Other Accounts) consist of all money 
lodged at the Bank of England by its customers, excluding 
Government Departments and British Banks. Normally these 
show but little change, but they were naturally subject to wide 
movements last year when the Bank was drawing upon its Paris 
and New York credits. The full nature and consequences of 
these operations did not appear in the Bank return, but it was 
noticeable that between August 5th and September 2nd 
Other Deposits rose from £33-2 to £51°8 millions; and that 
Other Deposits fell from £52-6 to £40-2 millions at the end of 
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October, 1931, and from £38-2 to £32-8 millions at the end of 
January, 1932, these changes coinciding with the dates when 
the Bank’s credits were repaid. It is true to say that any 
liability of this kind, in so far as it is not cancelled out by 
per contra entries, could only appear in the Bank return 
under this heading. 

Finally come Bankers’ Deposits, and these have deliberately 
been left until the end, for they represent the resultant of all 
the other items in the return, It is probably true to say that 
when Bankers’ Deposits fall far below £60 millions, money can 
be expected to become stringent, and that when they rise above 
£70 millions, money should be easy; though everything, of 
course, depends upon the particular circumstances in which 
the money market is placed at the moment. In interpreti 
changes in Bankers’ Deposits, it is therefore necessary to loo 
at the changes in other items in the return, and to deduce how 
and why they have occurred. Often they arise from causes 
unconnected with the money market or monetary policy and 
the market simply is the victim. At other times it is possible 
to detect the outcome of definite monetary policy. Thus, if 
Bankers’ Deposits have been running at a low level, and it 
becomes known in the market that early one week special 
buying of bills has been taking place in order to ease the 
situation, any increase that week in Bankers’ Deposits, coupled 
with a corresponding increase in Government or Other 
Securities obviously arises from those operations. 

At the half-year extensive market borrowing from the 
Bank takes place, and this is spread over a full fortnight between 
the contracting of the first loan and the repayment of the last. 
During this period there is a big increase in Discounts and 
Advances, offset by an equivalent increase in Bankers’ 
Deposits. 

This completes the survey of the Bank return, but a final 
and general word of warning is advisable. As everyone who 
has ever had to prepare a balance-sheet will appreciate, each 
item in the Bank return is the final outcome of a whole series 
of entries, plus and minus, in the Bank’s accounts. This means 
that as a matter of the Bank’s normal and practical conduct of 
its affairs, and not as part of any policy of concealment, many 
financial operations which it would be natural to find reflected 
in the Bank return are wholly or partially masked by a mass 
of cross-entries and offsetting items that have to be allowed for 
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before the final balance is struck. It follows that just as in 
the case of the balance-sheet of any other big and complex 
undertaking, changes in the Bank return should be interpreted 
with the utmost care and circumspection. 


Notes of the Month 


The Money Market.—The last few weeks have been com- 
paratively uneventful, and money has remained very comfortable 
except for the last two days of March. The reasons for this 
passing stringency were very simple. Many of the extra notes 
withdrawn for use at Easter were still in circulation, and there 
were big turnovers of funds in connection with the final revenue 
payments of the financial year and the month-end foreign 
exchange settlement. Over and above this, there was a special 
cause of the stringency, for, as explained on p. 215, the 
Government was temporarily in funds at the money market’s 
expense. This stringency was purely temporary, and was 
at once succeeded by a period of ease. New money was 
obtainable outside the clearing banks at 2 per cent and less, 
and prior to the reduction of Bank rate from 3} to 3 
per cent on April 21st discount rates were already just under 
2 per cent for “ hot” Treasury bills and at 2;°; per cent 
for prime Bank bills. Hence the reduction in Bank rate 
had initially very little effect upon market rates of discount, 
which only eased by »; or } percent. During the following 
ten days, however, they eased still further, and now stand at 
wide margins below Bank rate, so much so that bill-brokers 
find it difficult to earn a margin of profit upon their loans 
from the clearing banks which cost them a minimum of 2 per 
cent. At the same time, the Treasury bill issue is beginning 
to expand with the opening of the new financial year, and the 
influx of foreign money into London is less in evidence than 
in February and March. Aslight stiffening of discount rates 
is, therefore, not impossible. 


The Foreign Exchanges.—Sterling has been distinctly 
steadier during the past few weeks, and dealings have also been 
much less active. e speculative movement in favour of sterling 
had largely spent itself by early April, so that official intervention 
in the foreign exchange market was nolonger necessary. Thean- 
nouncement in the Chancellor’s budget speech of the proposal to 
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create an Exchange Equalization Fund which could be expanded 
up to a limit of over £150 millions had an immediate effect, 
for it convinced operators that henceforward speculative pur- 
chases of sterling would be attended with no prospect of gain 
and a considerable degree of risk. In consequence sterling 
reacted from $3.78} and Frs.g5}$ on April 19th to $3.66 
and Frs.g2$ on Niay and. The series of revelations as to 
the nature and possible extent of the Kreuger failures have had 
a serious effect upon the Swedish exchange, which at one time 
fell as low as Kr.20-80, against rates of Kr.183 and Kr.18} 
current during March. The Norwegian rate was less affected, 
while the Danish rate remained very steady. Central and 
Eastern European and South American rates are still very 
nominal. Forward rates have lately moved against sterling. 
The discount on three months’ dollars narrowed to §-{ cents 
by May and, and French francs have gone from a discount 
to a premium. This is further evidence of the relaxation of 
the pressure upon sterling. 


The Stock Exchange.—Activity on the Stock Exchange has 
been confined mainly to the gilt-edged market, where prices 
have hardened under the influence of investment demand 
from at home and abroad, the reduction of Bank rate to 
3 per cent, and the prospects of an early Conversion offer. 
Apart from this improvement, markets have been overshadowed 
by events on the Continent, including the Kreuger revelations, 
the breakdown of the Danubian negotiations, and the difficult 

sition of Central and South-East European countries. 
oreign bonds consequently have been a dull and weak market. 
Australian stocks improved on the High Court decision against 
the repudiation tactics of New South Wales but have since 
reacted as a result of the lack of progress made at the Premiers’ 
Conference. Home rails have been dull, as current traffic 
returns are still disappointing, and Argentine rails weakened on 
the news of the volcanic eruptions. Home industrial issues 
stood up well to the disturbing accounts of the Kreuger failure, 
though the shares directly affected have become practically 
eable. Less foreign realization of “ internationals ” 

and other industrial shares was in evidence than was initially 
expected. Even so, markets have been dull. The budget 
came as a great disappointment, especially to operators in 
brewery shares, who had been confidently expecting a reduction 
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in the beer duty, and prices receded sharply. Textiles were 
dull, and shipping shares weakened on the passing of the 
P. &O. dividend. Iron and steel shares failed to respond to 
the announcement of the new tariff duties, which had been 
largely discounted. Dealings in rubber shares were negligible, 
and there was a heavy fall in oil shares towards the end of the 
month. Kaffirs held up well against pressure from Paris, and 
were inclined to harden with the news of the establishment of 
the Exchange Equalization Fund, with its prospect of greater 
stability oy sterling. 


Overseas Trade.—This year the returns for individual 
months have been distorted by the introduction of the general 
tariff on March 1st, for February imports were swollen at the 
expense of those for March by abnormal shipments in fore- 
stalment of the duties. A truer picture of the position is to be 
found from the figures for the first quarter of the year, which 
are given below :— 














Increase (+-) 
Description Jan.—March, | Jan.—March, or 

1931 1932 Decrease (—) 
£mn | £mn, | £mn. 
Total Imports ... 9... 0 eee aes 209-8 193-4 | —16-4 
Retained Imports ce, oe ae 192-5 177-3 —15-2 
Raw Material Imports . ‘dle 46-2 | 48-8 | + 2-6 
Manufactured Goods, Imports... vo 62-3 | 46-5 | —15-8 
Total Exports, British Goods . ais 103-3 92-3 —11-0 
Coal Exports 8-3 | 7:5 — 0-8 
British Manufactured Goods, Exports. 73-4 | 70-2 | — 3-2 
Re-Exports __... “ 17-3 | 06-2 | — 22 
Total Exports oe ove eee 120-6 | 108-4 | —12:2 
Visible Trade Balance ... ... ...| —89-2 | —85-0 | 4+ 4-2 








Comparing 1932 with 1931 the main change is in imports 
of manufactured goods, which have fallen from £62-3 to £46°5 
millions. Much of this decrease is attributable to the Abnormal 
Importations Duties and now that these have been replaced by 
the additional duties imposed on the recommendation of the 
Tariff Advisory Committee, it remains to be seen how our 
import trade will be affected, especially as the new duties are all 
substantially lower. Imports ee materials continue to show 
a slight but welcome improvement, but there is a serious 
decline of {11-0 millions in exports of British manufactured 
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Home Reports 


The Industrial Situation 


Apart from isolated signs of revival, no definite im- 
provement in the general situation is apparent, a 
undoubtedly unemployment is slowly declining. As the 
reports summarized on the following pages show, during 
most of April industry was having to operate in ignorance of 
the Government’s budget and tariff proposals. e budget 
came as a great disappointment to most manufacturers, 
who a few weeks before had been hoping for some allevia- 
tion of the burden of taxation. There is no doubt that 
present direct taxation is intolerable, and pending the enforce- 
ment of drastic economies and an appreciable reduction of the 
rate of income tax, it is difficult to see how any real revival in 
trade can take place. The tariff proposals of the Government 
have met with a mixed reception, especially from industries 
which had previously been protected by the 50 per cent customs 
duties 8 Sa under the Abnormal Importations Duties Act. 
These industries are now to receive less protection, and in some 
instances they feel that too low a duty has been recommended. 
On the other hand, foreign countries have lately been lowering 
their import quotas and tightening up their restrictions upon 
foreign exchange dealings, so much so that British exporters 
are already having to decline business. Hence there is some 
danger that any further intensification of tariffs and other 
import restrictions both here and abroad may bring inter- 
national trade almost to a standstill, and in any case there 
is no doubt that what British industry really needs is a 
lightening of the burden of taxation. 





Agriculture 


England and Wales.—Autumn-sown crops benefited greatly 
from the rain at the end of March. The preparation of the land 
for potatoes and sugar-beet was more advanced than usual 
and planting of early potatoes well forward. The fall of lambs 
amongst lowland fi was up to average. Cattle and sheep 
did fairly well and milk yields were normal. 


Scotland.—Unsettled conditions with continued cold 
weather have retarded both tillage and growth. Crops gener- 
ally are looking well and would quickly respond to a spell of 








warmth. Home deliveries in the grain market are light com- 
pared with large supplies still coming in from abroad. The 
price of home-grown wheat is firm and both barley and oats are 
steady. Potatoes remain a dull trade with lower prices. At the 
leading livestock markets there have been full average supplies, 
and the general tone has been slightly firmer. 


Coal 


Hull.—Owing to continued curtailments of operations, the 
quantity available for export is limited and prices rule steady. 


Newcastle-on-Tyne.—Best descriptions of steam coal, 
bunkers and coke are in good demand, but it is difficult to find 
a market for ordinary steams and second-class bunkers. All 
prices are on a minimum basis with little sign of any 
improvement. 


Sheffield—Home and export business for steam coals is 
quiet, and household coals are only moving slowly. 


Cardiff.—There is some demand for dry large coal and 
nuts at a premium on schedule figures, but all other classes 
are readily obtainable at minimum prices. Most collieries 
are working short time owing to the lack of orders. 


Newport.—Demand for Monmouthshire coal continues 
— but total shipments in March, though considerably less 
in March, 1931, were better than in February. 


Swansea.—Enquiry for anthracite is better, but prices 
remain the same. Extensive shipments to Canada and France 
are now taking place, and are expected to continue until June. 


East of Scotland.—Acute depression prevails on both sides 
of the Forth. Navigation coal is moving off fairly well but 
other classes are disappointing, there being very little export 
business and that at extremely low prices. Demand for house 
= is steady for poorer qualities, but not so good for better 
grades. 


Glasgow.—The market is very depressed. Home demand 
is quiet, and notwithstanding the low level of prices foreign 
enquiry for forward business has fallen toa minimum. Supplies 
are very plentiful for prompt shipment, and prices are weak, 
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Iron and Steel 


Birmingham.—Buyers have been holding back, owing to 

the continual reductions in Continental prices. During early 
April the trade was anxiously awaiting the Government state- 
ment regarding a tariff. 
_  Sheffield—The output of basic steel has increased, but this 
improvement has not extended to the particular lines in which 
Sheffield specializes. Increased activity is rted from 
individual steel works, but the total production of open-hearth 
steel is unchanged. 


Teeside.—The increase in the tariff rates on semi-finished 
steel has improved the tone of the industry but there has not 
been any increase in the volume of business. The principal 
consuming trades are quiet and there are large stocks of im- 
ported material in the country. Pig-iron prices are firm and 
current demand for Cleveland iron is enough to absorb 
production. 

Swansea,—The tinplate trade is now working at 70 per cent 
of capacity. 

Glasgow.—The depression is even more acute than before, 
and home and foreign orders remain very scarce. In the heavy 
steel trade only about 30 per cent of the plant is employed, 
mainly owing to the depression in the shipbuilding trade. 





Engineering 


Birmingham.—Apart from some activity in the heavy 
engineering section, trade is quiet. Export business in motor 
cars is good, and motor cycle and cycle manufacturers are 
experiencing their usual seasonal revival. 


Coventry.—The motor and cycle industries are seasonally 
more active, but no widespread improvement can be reported. 


Luton.—General engineering is steady with a distinct 
improvement in the hydraulic section. The motor trade is very 
fair for both cars and light lorries, and export trade is good. 
The heavy lorry trade is steady. 

Sheffield—The general engineering and tool trades have 
revived slightly. There is a growing confidence in the future, 
based on sectional improvements. Trade in high-grade tools 
is quiet but there is a better demand for the cheaper grades. 
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Wolverhampton.—Increased activity is reported in the 
motor industry and electrical trades, and there are indications 
of a general revival. 

Glasgow.—Conditions are very dull, especially in the 
marine branch owing to the acute depression in shipbuilding. 


Metal and Hardware Trades 


Birmingham.—The copper market has been depressed by 
over-production and excessive stocks. There is a slight revival 
in the cold rolled brass section, with one or two good enquiries. 

Sheffield.—The ordinary lines of cutlery and electro-plate 
are still in poor request but scissor-makers remain extremely 
busy. The demand for safety razor-blades continues to expand. 

Wolverhampton.—There is a slight improvement in the 
edge tool and lock-making industries, but the hollow-ware trade 
is not so busy. 





Cotton 


Liverpool.—The demand for spot cotton has been only fair 
during most of April, and the volume of business shows some 
recession from that of the preceding month. Enquiry con- 
tinues to centre chiefly upon American short-stapled cotton, of 
which there is a scarcity this season owing to the high-grade 
character of last year’s crop. In other sections demand was 
limited. Deliveries to the Lancashire trade have been fairly 
well maintained, but less business has been booked ahead in 
this quarter. In the futures section, little or no interest has 
been displayed beyond ordinary trade hedging. Quotations in 
the United States fell during the month to the lowest level of 
the year, and although there has since been some recovery 
prospects of its continuance appear very doubtful. Trade 
reports generally furnish no encouragement. Besides the 
tendency to lesser activity in Lancashire, Continental and 
Japanese mills are barely maintaining their present reduced 
scale of production, while in the United States a curtailment of 
25 per cent has been decreed in certain manufacturing lines. 
Generally favourable progress is reported in crop preparations 
in America, and notwithstanding the intense propaganda in 
favour of acreage reduction carried on there during the past 
six or nine months, it appears unlikely that this will much 
exceed 5 per cent. 
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Wool 


Bradford.—Although machine activity continues satis- 
factory and employment generally much better, there is a 
quieter feeling as regards the future as shown by the easier rates 
at the London sales. During most of April business was 
retarded by the tariff uncertainty. 

Huddersfield—Trade remains dull in the fine worsted 
section and there is a falling-off in the woollen cloth business. 
Exchange restrictions are causing manufacturers to refuse 
orders from abroad. 

Hawick.—The Border tweed trade is still dull, most of the 
factories being on short time. In the hosiery branch, though 
business is dull, there is a fair demand for special lines. 


Other Textiles 


Dundee.—Dull conditions still persist in the jute market, 
orders being scarce and prices weak. 

Dunfermline-—Conditions in the Fifeshire linen trade are 
disappointing and orders are very difficult to secure. The 
position of raw material continues firm but the prevailing 
dullness prevents manufacturers from obtaining better prices. 





Leather and Boots 


Northampton.—The boot and shoe trade has been extremely 
quiet. Many factories closed down fer a fortnight at Easter, 
and the outlook is not good. The leather trade also is bad, as 
boot factories still hold large stocks, but a slight improvement 
was noticeable at the end of April. 

Walsall.—All branches of the leather trade are depressed 
= the exception of sports goods, for which there is some 

emand. 





Shipping 

Hull.—Rates rule easy, and demand for tonnage is limited. 

Liverpool.—Tonnage remains in very full supply and 
rates, where changed, are lower. There is some seasonal 
movement in the grain trade. 

Newcastle-on-Tyne.—Chartering is quiet and largely in 
favour of shippers. There is more movement in the Baltic 
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direction, but rates are lower and charterers have little difficulty 
in filling their requirements at the lower figures. 


Cardiff.—Tonnage is being offered freely and no improve- 
ment is expected. 


East of Scotland.—The Leith docks have continued fairly 
active on the import side, but the export trade is very depressed. 
On the other side of the Forth, Methil has been busy with 
coal exports but the other Forth ports have been idle, with the 
freight market easy in all directions. 


Glasgow.—Scarcity of foreign orders for coal is reflected in 
the dearth of demand for tonnage to load at ports in Scotland, 
and as boats are being freely offered, rates are depressed. 


Foodstuffs 


Liverpool.—Trading in wheat has been without special 
features. There was some advance from the low level of 
uotations ruling at the beginning of April upon a revival of 
Continental demand and the publication of the official estimate 
of the American winter crop showing a reduction of about 
40 million quarters from last year’s yield. The trade generally 
is inclined to welcome this latter development, as the absorption 
of a substantial part of the heavy surplus for so long overhanging 
the market is thereby facilitated. Maize has been a steady 
market, but heavy shipments of the new Argentine crop are 
now beginning to arrive. In Continental bacon and American 
hams the supplies have been ample to meet the demand, and 
the market has been steady at unchanged prices. In the lard 
market stocks are smaller, but sales are normal, with prices 
advancing slightly. A steady consumptive demand for butter 
ruled throughout the period, retail prices being low. Cheese 
was in fair demand for Colonial makes at practically unchanged 
rates, and here, also, supplies are decreasing. In the canned 
goods section, the market remained unchanged. 


Fishing 
Lowestoft.—During March 60,474 tons of fish, valued at 
983,506, were landed by British vessels in England and Wales. 
e imposition of a tariff restricted imports of foreign fish from 
all sources except the Irish Free State. As compared with 
19,000 tons in March, 1931, 15,000 tons were imported during 
March, 1932, the value declining from £425,000 to £281,000. 
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West of England.—Mackerel fishing in Mounts Bay has 
been rather above the average and some large catches have 
been landed. Prices remained good, until the large catches 
arrived. The long-liners have been hard hit by the weather, 
and very few have been able to put in a full week’s fishing. 
a at Brixham have been well up to average and prices 
were 


Scotland.—Stormy weather has affected the industry but 
on the East Coast trawling and line-fishing have done well, and 
prices of all white fish have been steady to firm. There have 
also been some good landings on the West Coast. 


Other Industries 


Carpet-making.—Kidderminster manufacturers are still 
very busy and there seems a likelihood of good trade contin 
Trade with the Colonies still remains poor, and is large y 
dependent upon an improvement in Australian financial and 
commercial conditions. 


Paper-making and Printing—Gravesend reports business 
to be quiet in the paper trade with prices easier. Enquiries 
were fair, but buyers were obviously awaiting tariff disclosures. 
Edinburgh reports practically no change. Some of the mills 
were fairly busy, but export business was at a very low ebb. 
Conditions in the printing trade are almost as bad as they 
could be, orders from London having been cut down to a 
minimum, and there is a great deal of unemployment. 


Pottery.—Prior to the tariff announcements there were 
more hopeful signs of a revival in the pottery trade. It is feared 
that the new duties will be a disappointment to the industry, 
which was hoping that the 50 per cent duty imposed by the 
Abnormal Importations Act would be continued. 


Timber.—Trade has been a little better, large clearances of 
last year’s Russian stocks having been made prior to the new 
ro per cent tariff. The case trade has also improved, and there 
is a steady demand for building timbers, some sizes of which 
are scarce. Swedish and Finnish stocks are selling fairly 
well and as production will be considerably less this year, 
shippers should obtain their prices later if consumption is 
normal 
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Dominion Reports 
Australia 
From the National Bank of Australia Limited 


The manufacturing industry as a whole continues quiet 
but the flour milling, textile, clothing and boot trades are fully 
engaged. The disposal of the season’s wool clip is well 
advanced at an average price of slightly under 9d. a pound. 
The unsold balance of the wheat export surplus is about 25 
million bushels. Adjustments in wages, rents and interests and 
a growing industrial efficiency, together with excellent seasonal 
conditions, have improved the general outlook, but further 
governmental economies are needed. 


Canada 





From the Imperial Bank of Canada 


Agricultural prospects are fair and even without a 
material advance in prices an average to good crop should 
mean a moderately successful season. An increase in the 
seeded area in the Prairie Provinces is expected. General 
business conditions show little change, though the outlook 
is regarded as brighter. Car loadings show some increase 
and textile and boot and shoe factories are fairly well employed. 
Some improvement is recorded in steel and pig-iron production 
and in lumber exports to the United States and the Orient. 
Notwithstanding these sectional improvements, unemployment 
conditions continue very unsatisfactory. 

India 

The Bombay cotton market was unsettled during March, 
and confidence was lacking. Sentiment in India is generally 
bullish, but the recent approximation of Indian to American 
cotton prices militates against any marked increase in the 
demand for Indian cotton either from Europe or the Far East. 
The chief piece-goods markets remained closed during March 
but the outlook for Indian goods was hopeful. The Calcutta 
jute market has been very quiet, and prices eased towards 
the end of March. Rangoon reported a better enquiry for 
timber, but competition between sellers remained very keen. 
The recent revival in the demand for hardware only lasted until 
early March, and no further improvement is expected at present. 
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Irish Free State 


The dry weather of February and early March assisted 
farm work, which is now more advanced than usual, and also 
benefited lambing. Pasturage was poor until the rainfall which 
occurred towards the end of March, but is now improved. 
There has been a fair home demand for well-conditioned 
young store cattle and fat cattle, but export trade showed no 
improvement. Fat sheep and lambs sold well, and at some 
markets there was a shortage of bacon pigs. General business 
is being affected by the uncertain political outlook. 





Foreign Reports 


France 


From Lloyds and National Provincial Foreign Bank Limited 


The foreign trade returns for the first quarter of 1932 
record a shrinkage of 38 per cent. in imports and exports com- 
bined in comparison with those of the first quarter of last year. 
The adverse visible trade balance has contracted from Frs.3,413 
to Frs.2,063 millions. Unemployment was returned at 299,559 
on April gth, against 51,804 a year ago, but these figures only 
represent registered unemployed. 

Bordeaux.—The wine trade continues quiet and the resin 
market has been affected by the retarding of the crop by un- 
favourable weather conditions. 

Le Havre.—Cotton prices have receded, and though stocks 
have diminished and demand is somewhat better, orders are 
still for small quantities for immediate requirements. Coffee 
prices have been maintained with future prices slightly higher. 

Lille—No sign of improvement is apparent in the textile 
industries, which remain very depressed. Raw cotton prices 
have been very irregular, and demand for yarns is confined to 
immediate requirements. Business in flax, both Belgian and 
Russian, is very limited and prices are weak. Italian hemp is 
firm owing to the depletion of local stocks. Raw jute prices 
have been easy, but yarn prices remain firm owing to the better 
tone of sterling. 

Roubaix.—Although there has been a slight decline in 
unemployment, business remains very anxious and difficult, 
and prices are weaker. Most wool combers are unable to work 
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at more than 50 per cent of capacity, and summer prospects are 
discouraging. Spinners of hosiery yarns are relatively well 
employed, but other spinners are working well below their full 
output. Demand for dress goods is a little better, but export 
trade as a whole is very difficult, and the closing of the English 
market remains a serious matter. 


Marseilles.—Markets in ground-nuts, olive oil and copra 
have continued very quiet with prices tending to decline. 


Belgium 
From Lloyds and National Provincial Foreign Bank Limited 


_  Brussels.—The severity of the industrial crisis continues to 
increase. Iron and steel are affected by the French measures 
to limit imports of finished products, while the home attempt 
to limit the import of coal has not benefited the trade. The 
glass bottle trade, which was mostly carried on with England, is 
practically at an end. The textile trades are also seriously 
affected by the British duties. 


_ Antwerp.—Markets are once more depressed, and the 
optimistic feeling of a month ago appears to have evaporated. 


Germany 


Business conditions remain extremely difficult. The 
March surplus of exports over imports was only Mks.163 
millions, against Mks.263 millions in March, 1931, and there 
have been serious shrinkages in imports of basic raw materials. 
Many industries are affected by the new British tariff, and the 
difficulties of the steel industry have been increased by further 
reductions in French and Belgian prices. 


Holland 


During the first quarter of 1932 imports reached a total of 
F1.357 aon as compared with 494 millions in 1931 and 
647 millions in 1930. Exports at Fl.218 millions compare with 
244 millions last year and 452 millions the year before. 

ese figures fairly reflect the difficulties with which the 
country is faced. A quota system has been adopted which 
already covers fresh and chilled beef and veal, footwear, knitted 
goods, woollen and half-woollen cloth, clothing, porcelain, 
earthenware, Dutch tiles, bicycle tyres and inner tubes. It is 
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reported that margarine may shortly be required to contain an 
admixture of butter, in order to assist the dairy industry. 
Strenuous efforts are being made to lower costs of production 
through wage reductions and retrenchments. Municipalities are 
being forced by new legislation to adopt similar measures. 


Notway 


Norwegian interests were only concerned to a very small 
degree in the Kreuger undertakings. Kreuger shares and 
debentures were never quoted on the Norwegian exchanges, and 
there was very little public speculative or other interest in 
these securities. The new Government has appointed three 
Committees, one to consider foreign commercial relations and 
the position of the export trades, the second to discuss the 
problems of the resumption of gold payments, and the third to 
investigate means of reducing national expenditure. In view 
of unfounded rumours, it may be pointed out that no decision 
as to the revaluation of the kroner has been taken, nor is there 
the slightest danger of Norway applying for a moratorium. 


Sweden 


The Kreuger failure continues to dominate Swedish affairs 
and has exercised a very depressing influence on the Stock 
Exchange. Prices of Kreuger companies’ shares have fallen 
almost to zero. The position, of course, is virtually sub judice, 
so nothing further can be said at present. The serious dispute 
in the paper industry has broken out again, and 54 mills had to 
close, aggregating an annual production of 800,000 tons of 
sulphite, 500,000 tons of sulphate and 650,000 tons of wet 
mechanical pulp. 13,600 workers are affected. The mechanical 
pulp sales combine has collapsed. Sales of wood goods are 
meeting with further difficulties, notably the new French 
import duties, but enquiries are coming in for prompt 
shipment. 


Denmark 


With prices of agricultural produce at their lowest, the 
unrest among farmers is growing almost daily. Abnormal 
butcherings of swine continue to depress prices, and eggs have 
fallen further, so that production is now unremunerative. 
Butter, on the other hand, has shown a slight improvement. 
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The wholesale price index has fallen from 119 to 117, as, 
though imported goods have risen from 118 to 121, exported 
goods have fallen from 89 to 78. This latter figure is the 
lowest ever computed. Unemployment has fallen slightly. 
The Stock Exchange has been very depressed, mainly owing 
to the accentuation of the agricultural crisis. Denmark is 
unaffected by the Kreuger failure. 


Switzerland 
From Lloyds and National Provincial Foreign Bank Limited 


Trade figures for March show a further decline as com- 
pared with last year, imports falling by Frs.45 millions and 
exports by Frs.57 millions. The silk, embroidery, watch and 
machine industries were mainly affected. The adverse trade 
balance for the quarter is no less than Frs.240 millions, a figure 
which is viewed with considerable alarm in Government 
circles. Steps are to be taken to bring down the cost of living, 
which is thought to be the highest in Europe. This should 
facilitate a lowering of production costs and so help Switzerland 
to regain her place in the world’s markets. Unemployment 
continues to rise, the latest figures being 66,000 wholly and 
70,000 partially unemployed. 





Spain 

Spanish potash interests are reported to have refused to 
join the International Potash Syndicate on the ground that the 
participation of 25 per cent in world sales offered to them is 
cient. The over-subscription of the 500 million pesetas 
5% per cent Treasury bond issue is regarded as a satisfactory 
indication of growing confidence in the new régime. The 
Northern Line announces an increase in revenue for the first 
ten weeks of the year of over one million pesetas—principally in 
goods traffic, 


Morocco 


From the Bank of British West Africa Limited 
Business conditions have appreciably improved. Late 
winter rains have fallen satisfactorily all over the country and 
the crop outlook is now excellent for all products. Imports 
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from England are steadily growing but there is ample scope 
for further development. A new five-year loan of about 
Frs.1,600 millions has just been arranged in Paris, for the 
— of public works. Building activity has been renewed 
at blanca, where important developments are in progress. 


United States 


Business remains very quiet, and the outlook is if any- 
thing less hopeful than at the New Year. The budget dis- 
cussions in Congress gave rise to considerable uncertainty, 
while the proposal to make a further payment of $2,000 millions 
ee soldiers’ bonus certificates caused a temporary weakening 
of the bond market. The report of the new Reconstruction 
Finance Corporation covering its operations up to the end of 
March recorded loans authorized by it of a total of $239 millions. 
Of these $158 millions had been granted to banks and trust 
companies, $61 millions to railroads, $7 millions to insurance 
companies, $6-5 millions to mortgage loan companies, and 
$5 millions to building and loan associations. In the non- 
ferrous metal markets, the demand for copper remains poor, 
and lead stocks have been rising again. The steel industry was 
only able to work during March at 24-68 per cent. of capacity, 
and by the end of the month the United States Steel Corpora- 
tion’s unfilled orders only amounted to 2,472,413 tons, or the 
lowest total in the history of the company. Raw cotton prices 
have weakened. Heavy frosts have lessened the likelihood of 
serious weevil damage and latest reports on acreage reduction 
are disappointing. Moreover, the home consumption of raw 
cotton has been affected by wage disputes in the mills, and 
uneasiness is felt regarding the disposal of the heavy stocks held 
by the Farm Board and the co-operatives. 





Silk exports for the first quarter of the year show at 
115,373 bales, a reduction of 2 per cent, and raw cotton imports 
at 4,864,438 bales show an increase of 42 per cent over the same 
period last year. Further requirements for the current 
calendar year, however, are estimated at only just over 6,000,000 
bales. dit is scarce and the Stock markets weak. The 
Government is seeking a more elastic control of Currency. 
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Statistics 233 
Banking 
1. BANK OF ENGLAND 
Issue Department. | Banking Department. 
Date. a % : 2 “aa 
Gold. | Notes in | Reserve and/| Bankers Govt. Discounts 
i | circulation.|| Proportion. | Deposits. | Securities. |& Advances 
I Per 7 oe 
1931. || £mana. £ mn. £ mun.) cent. £ mn. £ mn £ mn. 
April 29 146-3 349-8 57-4 | 55-3 48-9 31-1 7:2 
1932. 
April 6 120-8 359-8 || 36-6 | 29-7 79°5 51-1 12:2 
April 13 || 120-8 356-8 || 39-7 | 32-1 78-4 55°4 11-3 
April 20 - Il 120-8 354-3 || 42-2 | 36-1 72-8 57-6 11-2 
April 27 \ 120-8 352-8 || 43-7 | 37-3 58-3 62-6 11-5 
2. TEN CLEARING BANKS 
| | | | 
| De- | Accept- |) Call |§ gp: | Invest- | Ad- 
Date. | posits. | ances. | Cash.* Money. | Bills. | ments. | vances. 
| oe o ee | Sa. 
| 
1931. | £mn. | £mn. | £mn. | £ mn. | £mn. | £mn. | £ mn. 
March ose ee || 1,763°9 | 121-5 || 227-5 114-1 240-4 | 311-1 936-1 
October . |1,724-0 | 111-0 || 223-6 | 114-4 | 237-4 | 303-6 | 909-7 
November «-» || 1,706-4 | 102-6 || 220-9 | 109-4 | 240-5 | 299-7 | 900-2 
December - | 1,737-0 102-1 | 235-6 | 119-4 | 246-4 | 296-5 | 899-8 
1932. 
January -- || 1,714-0 | 98-7 || 223-5 | 117-3 | 239-3 | 283-4 | 904-9 
February | 1,658-5 90-6 | 214-0 | 109-8 | 207-5 | 279-6 | 902-3 
March 1,676-4 98-7 217-4 | 112-5 | 216-8 | 281-9 | 902-1 
* Includes balances with other banks and cheques in course of collection. 
3. LLOYDS BANK, RATIO OF CURRENT ACCOUNT CREDIT 
BALANCES TO TOTAL DEPOSITS 
‘ Ratio. 
oti id io a a a | 
% % % % 
1902 58-2 January 46-8 45-1 45-9 46-5 
1914 49-9 February 45-9 44-2 | 45-1 44-7 
1919 60-7 March 45-2 44-5 45-3 44-7 
1920 | 56-7 | April 44-9 45-1 | 45-0 
1921 50-7 y 44-1 44-0 44-8 
1925 49-6 June 44-5 44-4 45-4 
1926 | 48-6 | July 45-4 44-7 | 45-7 
1927 47-4 August 45-3 44-4 45-7 
1928 46-4 September 45-3 44-7 45-0 
1929 45-2 October 45-6 | 44-8 45-3 
1930 44-7 November 44-7 | 44-8 45-3 
1931 45-4 December 45-3 | 46-0 46-7 
! 
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Money, Exchanges and Public Finance 





LONDON AND NEW YORK MONEY RATES 
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a LONDON. New York. 
j ’ 
Date. Bank || 5 Months’ “eligible 
Rate. | a Bank ac- 
te. ceptances. 
1931. Per cent. | Per cent. Per cent. 
April 29 “ | 2x 2 ig 
1932. 
April 6 34—Cti«édY|Ce 3 2} 
April 13 3 | te 3 2 
April 20 38 | he 3 1} 
April 27 3 | 2—2% 3 1 
! 
2. FOREIGN EXCHANGES 
_— am 1931. 1932. 
= Apl. 29. Apl. 20 
New York $4-866 || 4-864 3-763 
Montreal $4-866 || 4-863 4-183 
Paris ... Fr. 124-21 {124-414 9538 
Berlin ... Mk. 20-43 || 20-42} 15-85 
Amsterdam Fl. 12-11 12-09% 9-30 
Brussels Bel. 35 34-953 26-90 
Milan ... Li. 92-46 || 92-884 738 
Berne ... Fr. 25-22 25-248 19-30 
Stockholm Kr. 18-16 18-143 20-37% 
Madrid Pras. 25-224 || 46-75 488 
Vienna Sch. 34-58} || 34-56) 32° 
Prague --- | Kr. 164-25 |/1648, 1273 
Buenos Aires ... 47 -62d. || 363%, 363t 
Rio de Janeiro 5-89d.|| 339 44t 
Valparaiso Pes. 40 39-99 31-55 
Bombay 18d. 1743 185 
Hong Kong ... —d. 12 143 
Shanghai —d. 15 19} 
* Nomunal. 
PUBLIC REVENUE AND EXPENDITURE 
To To To 
Revenue. Apl. 23, | Apl. 25, Apl. 23, 
1932. 1931. 1932. 
£mn. | £ mn. £ mn. 
Income Tax ll-l 13-2 Nat. Debt Service ... -- | 26-0 
Surtax... 3-1 4-5 Northern Ireland Payments ... — 
Estate Duties 5-1 6-1 Other Cons. Fund Services ... 0-2 
Stamps 0-2 0-4 Supply Services ons we | 24-5 
Customs ... 10-0 8-7 Ordinary Expenditure 50-8 
Excise... 8-8 9-1 Sinking Fund 1-6 
Tax Revenue 38-7 42-5 Self-Balancing Expen: 4-0 
Non-Tax Revenue | 11-3 8-4 
Ordinary Revenue | 50-0 50-9 
Self-Balancing 
Revenue 4-0 3-7 
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1. PRODUCTION 






























































Date. Coal.* Pig-Iron. Steel. 
1931. Tons mn. Tons thou. Tons thou. 
March ose , 4°5 357 5600 
October ... 4-4 284 457 
November 4-5 296 459 
December “ei 4-5 331 422 
1932. 
January ... ‘mn - _ 4-4 330 430 
February ... ne is aon 4-5 318 481 
March... 0 neues 4:5 336 463 
| 
* Average weekly figures for month. 
2. IMPORTS 
Date. Food. ae Total. 
1931. £ mn. £ mn. £ mn. £ mn. 
March ... ose 32-6 1§-1 22-3 70-7 
October _ 40-8 11-9 27-2 80-7 
November _.... 38-6 15-3 28-7 83-2 
December ii 39-7 18-5 18-2 77-0 
1932. 
d anuary one 31-5 16-9 13-3 62-3 
5 ebruary 33°6 15-4 20-1 70-2 
5, March ... 30-9 16-5 13-0 61-1 
’ 3. EXPORTS 
Date. Food. oe. FR hs eel 
1931. £ mn. £ mn. £ mn £ mn. 
wee eee 3-0 4-1 25-6 34-0 
October 3-4 4-3 24-0 32-3 
November 3-4 4-0 22-9 31-9 
December ene 3-0 4-0 22-7 32-1 
1932. 
January oh 2-8 3-6 23-4 31-1 
February 2-8 3°5 22-6 30-0 
March ... 2-7 3°5 24-2 31-2 
1 
4. UNEMPLOYMENT 
Date. 1926. 1927. | 1928. | 1929. 1930. 1931. 1932. 
| 
: End of— Per cent.| Per cent.| Per cent. | Per cent.| Per cent.| Per cent.| Per cent. 
January .. ..|| 11-0 | 12-0'| 107 | 12-2'| 126 | 21-5 | 22-4 
February .. - || 10-4 10-9 10-4 | 12-2 13-1 21-7 22-0 
March .. : | 9-8 9-8 9-5 | 10-1 | 14-0 | 21-5 | 20-8 
April on . | 9-1 9-4 9-5 9-9 14-6 20-9 
Ma .. «|| 143 | 8-7 | 9-8 | 9-9 | 15-3 | 20-8 
: June we - || 14-6 8-8 10-7 | 9-8 15-4 21-8 
July ap ws || 14-4 9-2 | 11-6 9-9 | 16-7 | 22-6 
August } 14-0 9-3 11-6 10-1 17-1 22-7 
September | 13-7 9-3 11-4 | 10-0 17-6 23-2 
October | 136 | 95 | 11-8 | 10-4 | 18-7 | 21-9 
November 13-5 9-9 12-1 11-0 19-1 21-4 
December 11-9 9-8 ll- 1l- 20-2 20-9 























Percentage of Insured Workers. 
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Prices 
1. WHOLESALE PRICES (average for month) 
| Index Number (Sept. 16th, 1931 = 100). 
Date. 
| U.K. | U.S.A. | France. Italy. | Germany. 
131. ®+~&*'| a | 
March... ... 110-8 | 110-2 112-1 108-3 104-8 
October 108-2 99-0 96-6 99-6 98-4 
November 110-5 99-0 95-2 99-1 98-0 
December aie 109-6 97-2 93-5 97-2 95-3 
January “ 108-8 94-2 93-7 96-2 91-9 
February 107-5 92-3 94-4 97-4 91-7 
March... 106-8 91-5 96-4 97-0 91-7 
April, lst week 103-9 90-6 97-0 96-0 90-6 
April, 2nd week 103-5 90-5 97-0 95-2 90-5 
April, 3rd week 103-0 89-6 97-0 95-3 90-3 
April, 4th week 103-4 89-6 o 95-4 90-2 
Sources: U.K., “ Financial Times”; U.S.A. Irving Fisher; France, Statistique 


Generale ; Italy, Italian Chamber of Commerce; Germany, Statistische Reichsamt. 


2. RETAIL PRICES (end of month) 

















! Rent | Fuel 
| Food. | (including| Clothing. | and 
l rates). | Light. 
_— I — —_ — = 
29 54 100 75 
30 54 90 75 
32 54 90 76 
31 54 90 75 
31 54 90 75 
wve |] 29 54 90 75 
- ! 26 54 90 75 











All 
items 
included. 


47 


46 
48 
47 


47 
46 
44 








The figures represent the percentage increase above July, 1914, which is equal to 100. 
3. COMMODITY PRICES (average for month) 





March ... 


October ... 
November 
December 
1932. 
January ... 
February 
March ... 


Wheat, | 
No.l | 
= erican 
Manitoba. | Middling 
Per qr. per lb. 
s. d. d. 
27 7 5-99 
29 8 4-74 
3449 5-01 
338 5-23 
33 10 5-47 
3467 5-70 
4 8 5-38 








Cotton, | Wool, | 
Ameri 64’s 
. | tops avge.| No. 3. | 








Pig-Iron, Tin, Rubber, 

Cleveland | Standard | Plantation 

Cash. Sheet. 

"Per ton. | Per ton. per Ib. 
s. d. d. 
58 6 121% 3} 
58 6 12775 2} 
58 6 13234 3 
58 6 139 3 
58 6 140} 3 
58 6 139} 23 
58 6 12935 2 
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LLOYDS 
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LIMITED 





Private Banking 


Lloyds Bank, established as a 
Joint Stock Bank in 1865, is 
the successor of some of the 
oldest private Banks in the 
country. 

The facilities available to 
customers have been steadily 
improved, and the service 
now offered is comprehensive 
and world-wide. 

The Bank has over 1,900 
offices in England and Wales, 
and pe and Burma. 


Head Office: 
71 Lombard St., London, E.C.3 











